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FOLSOM BOARD OF EDUCATION

1357 Mays Landing Road
Folsom, New Jersey 08037

October 4, 2012

Honorable President and

Members of the Board of Education
Borough of Folsom School District
County of Atlantic

Folsom, New Jersey

The comprehensive annual financial report of the Borough of Folsom School District
{District} for the fiscal year ended June 30, 2012, is hereby submitted. Responsibility for
both the accuracy of the data and completeness and fairness of the presentation, including
all disclosures, rests with the management of the Board of Education {Board). To the best of
our knowledge and belief, the data presented in this report is accurate in all material
respects and is reported in a manner designed to present fairly the financial position and
results of operations of the various funds. All disclosures necessary to enable the reader to
gain an understanding of the District's financial activities have been included.

The Comprehensive Annual Financial Report is presented in four sections:

The Introductory Section includes this transmittal letter, the District's organizational
chart and a roster of officials.

The Financial Section includes the Independent Auditors’ Report, Management’s
Discussion and Analysis, the Basic Financial Statements and Notes providing an
overview of the District’s financial position and operating results, and other schedules
providing detailed budgetary information.

The Statistical Section includes selected financial and demographic information,
generally presented on a multi-year basis.

The Single Audit Section in which the District is required to undergo an annual single
audit in conformity with the Office of Management and Budget Circular A-133 “Audits of
States, Local Governments, and Non-Profit Organizations’, and State of New Jersey
OMB's Circular 04-04, "Single Audit Policy for Recipients of Federal Grants, State Grants
and State Aid". Information related to this single audit, including the auditor's report on
the internal control structure and compliance with applicable laws and regulations and
findings and recommendations, are included in the single audit section of this report.



1) REPORTING ENTITY AND ITS SERVICES

The District is an independent reporting entity within the criteria adopted by the
Governmental Standards Board (GASB) as established by NCGA Statement No. 3. All funds
of the District are included in this report. The Borough of Folsom Board of Education and all
its schools constitutes the District's reporting entity.

The District provides a full range of educational services appropriate to grade levels Pre-K
through 8. These include regular, as well as special education for students with disabilities.
The District completed the 2011-2012 fiscal year with an enrcllment of 403 students. The
following charts the student enrollment of the District over the last nine years.

Fiscal Student Percent
Year Enrollment Increase/[Decrease)

2011-2012 418 37%
2010-2011 403 1.0%
2009-2010 399° {1.9%)
2008-2009 407 (2.4%)
2007-2008 417 6.5%
2006-2007 391 (2.9%)
2005-2006 403 6.9%
2004-2005 377 9.6%
2003-2004 344 6.5%
2002-2003 - 323 9.3%

2) ECONOMIC CONDITION AND OUTLOOK

The current economic condition of the District is stable due to the state aid revenue
generated by the Interdistrict Public School Choice program. For the 2011-2012 school
years, the District had a total of 213 students enrolled in the Choice Program.

Resident enrollment growth is not expected to increase due to limitations on growth in the
Borough of Folsom influenced by restrictions of the NJ Pinelands Protection Act. Also
enrollment is now full for Choice students in all grade levels except for future students
enrolling in Grade K. '

3) MAJOR INITIATIVES

Technology ~ The District has continued to purchase and install upgraded hardware and
software, in accordance with the adopted Technology Plan. Various programs, including
Accelerated Reader, Real Time Student Data Systems, OnCourse Lesson Planner {including
teacher web-pages, Student Information System, and Gradebook}, and Connect-ED
(automated calling) have been maintained. The installation of Smart Projectors/Boards,
document cameras, and student computers with Wi-Fi internet access, provide access to
online Math, Science, and Social Studies resources, Study [sland, Reading Eggs, and other
programs that are integral to the curriculum.




Curriculum - the District inserviced instructional staff over the summer on Study Island for
benchmark assessments and the new Math program (MyMath and Glencoe Course 1,2,3
both by McGraw-Hill) that was adopted across grades k through 8. The Math program is
completely aligned to the Common Core Standards for Mathematics (2010). Ceramics were
added to the k-8 Art Curriculum. A Technology, Engineering, and Design course was added
for grades 6,7 and 8 utilizing Lego Education Mindstorms Robotics programming.
Curriculum maps in all content areas were updated and aligned to the New Jersey Core
Content Curriculum Standards (2009).

Programs - All regular and extracurricular programs were maintained. The Talented and
Gifted Program (TAG) was redesigned to include an annual identification process for all
students in grades k through 8, push-in enrichment for grades k through 5, and A student
enrichment program for talented students {students eligible for Title I services) in an
inclusion setting was launched to develop 21t century skills, integrate technology into
literacy and numeracy, and to build the collaboration and leadership capacity of students.

4) INTERNAL ACCOUNTING CONTROLS

Management of the District is responsible for establishing and maintaining internal control
structure to ensure that the assets of the District are protected from loss, theft or misuse
and to ensure that adequate accounting data are compiled to allow for the preparation of
financial statements in conformity with accounting principles generally accepted in the
United States of America {GAAP). The internal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of
reasonable assurance recognizes that: (1) the cost of a control should not exceed the
benefits likely to be derived; and (2} the valuation of costs and benefits requires estimates
and judgments by management.

As a recipient of federal awards and state financial assistance, the District also is
responsible for ensuring that adequate internal controls are in place to ensure compliance
with applicable laws and regulations related to those programs. Internal control is also
subject to periodic evaluation by the District management.

As part of the District's single audit described earlier, tests are made to determine the
adequacy of internal control, including that portion related to federal awards and state
financial assistance programs, as well as to determine that the District has complied with
applicable laws and reguiations.




5). BUDGETARY CONTROLS

In addition to internal accounting controls, the District maintains budgetary controls. The
objectives of these budgetary controls are to ensure compliance with legal provisions
embodied in the annual appropriated budget approved by the voters of the municipality.
Annual appropriated budgets are adopted for the general fund, the special revenue fund,
and the debt service fund. Project-length budgets are approved for the capital
improvements accounted for in the capital projects fund. The final budget amount as
amended for the fiscal year is reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments
on a line item basis. Open encumbrances at year-end are either canceled or are included as
reappropriations of fund balance in the subsequent year. Those amounts to be
reappropriated are reported as reservations of fund balance at June 30, 2012.

6) ACCOUNTING SYSTEM AND REPORTS

The District's accounting records reflect accounting principles generally accepted in the
United States of America, as promulgated by the Governmental Accounting Standards Board
(GASB). The accounting system of the District is organized on the basis of funds. These
funds explained in "Notes to the Financial Statements”.

7} CASH MANAGEMENT

The investment policy of the District is guided in large part by state statute as detailed in
"Notes to the Financial Statements”, Note 2. The District has adopted a cash management
plan that requires it to deposit public funds in public depositories protected from loss under
the provisions of the Governmental Unit Deposit Protection Act ("GUDPA"). GUDPA was
enacted in 1970 to protect Governmental Units from a loss of funds on deposit with a failed
banking institution in New Jersey. The law requires governmental units to deposit public
funds only in public depositories located in New Jersey, where the funds are secured in
accordance with the Act.

8) RISK MANAGEMENT
The Board carries various forms of insurance, including but not limited to general Lability,

automobile liability and comprehensive/collision, hazard and theft insurance on property
and contents, and fidelity bonds.



9) OTHER INFORMATION

State statutes require an annual audit by independent certified public accountants or
registered municipal accountants. The accounting firm of Preziosi Nicholson & Associates,
PA was selected by the Board. In addition to meeting the requirements set forth in state
statutes, the audit also was designed to meet the requirements of the Single Audit Act and
the related OMB Circular A-133 “Audits of States, Local Governments, and Non-Profit
Organizations”, and State of New Jersey OMB's Circular 04-04, "Single Audit Policy for
Recipients of Federal Grants, State Grants and State Aid". The auditors’ report on the basic
financial statements and combining and individual fund statements and schedules is
included in the financial section of this report. The auditor's reports related specifically to
the single audit are included in the single audit section of this report.

10} ACKNOWILEDGMENTS

We would like to express our appreciation to the members of the Borough of Folsom School
Board for their concern in providing fiscal accountability to the citizens and taxpayers of the
school district and thereby contributing their full support to the development and
maintenance of our financial operation. The preparation of this report could not have been
accomplished without the efficient and dedicated services of our administration and
business staff.

Respectfully submitted,

Robert A. Garguilo by £ (Honablr

Robert A. Garguilo Orlando L. Chandler

Superintendent Business Administrator/Board Secretary
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PREZIOSI-NICHOLSON

& ASSOCIATES PA
Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

Honorable President and

Members of the Board of Education
Borough of Folsom Schoo| District
County of Aflantic

Folsom, New Jersey

We have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund and the aggregate remaining fund information of the Board of Education of the
Borough of Folsom School District in the County of Atlantic, State of New Jersey, as of and for the fiscal year
ended June 30, 2012, which collectively comprise the District’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the Borough of Folsom School District's
management. Qur responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America;
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Compiroller General of the United States; and in compliance with audit requirements as prescribed by the Division
of Finance, Department of Education, State of New Jersey. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purposes of expressing an opinion on the
effectiveness of the District's internal control over financial reporting. Accordingly, we express no such opinion.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, business-type activities, each major fund, and the aggregate
remaining fund information of the Borough of Folsom School District in the County of Atlantic, State of New Jersey
as of June 30, 2012, and the respective changes in financial position and cash flows, where applicable, for the
year then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated October 4, 2012 on our
consideration of the Borough of Folsom School District's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internat control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.



Accounting principles generally accepted in the United States of America require that the managemeni's
discussion and analysis and budgetary comparison information listed in the table of contents be presented to
supplement the basic financial statements. Such information, aithough not part of the basic financial statements,
Is required by the Governmental Accounting Standards Board who considers it io be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain iimited procedures to the required suppiementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because of
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the District's basic financial statements. The accompanying combining statements and related major fund
supporting statements and schedules and Schedules of Expenditures of Federal Awards and State Financial
Assistance, as required by U.S. Office of Management and Budget Circular A-133, Audits of Sfafes, Local
Governments, and Non-Profit Organizations; and State of New Jersey OMB's Circular 04-04, Single Audif Policy
for Recipients of Federal Grants, State Grants and Stafe Aid, are presented for purposes of additional analysis
and are not a required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements themselves, and other additional
procedures in accordance with the auditing standards generally accepted in the United States of America. In our
opinion, the accompanying combining statements and schedules and Schedules of Expenditures of Federal
Awards and State Financial Assistance are fairly stated in all material respecis in relation to the financial
statements as a whole

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Borough of Folsom School District's basic financial statements. The introductory section and statistical
information are presented for the purpose of additional analysis and are not a required part of the basic financial
statements. Such information has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion or provide any assurance on it. ‘

PREZIOSI - NICHOLSON & ASSOCIATES
Certified Public Accountants

“Xnes M ‘Qasmif\
James M. Preziosi

Certified Public Accountant
Public School Accountant No. CS 01141

October 4, 2012
Millville, NJ
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BOROUGH OF FOLSOM SCHOOL DISTRICT

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

This section of the Borough of Folsom Board of Education School District's (the District) annual financial
report presents our discussion and analysis of the District's financial performance during the year ended
June 30, 2012, Please read it in conjunction with the transmittal ietter at the froni of this report and the
District's financial statements, which immediately follows this section.

FINANCIAL HIGHLIGHTS
Key financial highlights for 2012 are as follows:

Exhibit A-1
Net Assets for Governmental and Business-Type activities were $7,909,932 and $192,912,
respectively

Exhibit A-2
Net Assets for both activities increased by $632,400.

Exhibit B-1
The General Fund, fund balance as of June 30, 2012 was $2.255,993 an increase of $637,600.
when compared with the beginning balance as of July 1, 2011 of $1,618,393.

Exhibit 1-1
The District’s outstanding debt at June 30, 2012 is $2,178,000.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District's basic financial
statements. Comparison to the prior year's activity is provided in this document. The basic financial
statements are comprised of three components:

1. District-Wide Financial Statements
2. Fund Financial Statements
3. Notes to Basic Financial Statements

This report also contains other supplementary information in addition to the basic financial statements.

District-Wide Financial Statements

The district-wide statements report information about the District as a whole using accounting methods
similar to those used by private-sector companies. The statement of net assets includes all of the
government's assets and liabilities, All of the current year's revenues and expenses are accounted for in
the statement of activities regardless of when cash is received or paid.

The two district-wide statements report net assets and how they have changed. Net assets, the difference
between the District’s assets and liabilities, is one way to measure the District’s financial health or
position. The district-wide financial statementis include the Governmental Activities. Mast of the District's
basic services are included here, such as instruction, extracurricular activities, curriculum and staff
development, health services and general administration. Property taxes and grants finance most of
these activities.

11




BORGUGH OF FOLSOM SCHOOL DISTRICT

Managément’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

Fund Financial Statements

The fund financial statements provide more detailed information about the District's most significant funds
- not the District as a whole. The School District uses many funds to account for a multitude of financial
transactions. The School District's governmental funds are the General Fund, Special Revenue Fund,
Capital Projects Fund, and DPebt Service Fund.

The District has the following kinds of funds:

Governmental Funds - Most of the District’s basic services are included in governmental funds,
which focus on (1} how cash and other financial assets that can readily be converted to cash flow
inand out and (2) the balances left at year-end that are available for spending. Consequently,
the governmental fund statements provide a detaiied short-term view that helps you determine
whether there are more or fewer financial resources that can be spent in the near future to
finance the District's programs. Because this information does not encompass the additional
long-term focus of the district-wide statements, we provide additional information at the bottom of
the governmental funds statement, or on the subsequent page, that explain the relat|onsh1p (or
differences) between them,

Proprietary Funds - Services for which the District charges customers a fee are generally
reported in proprietary funds. Proprietary funds, like the government-wide statements, provide
both long-term and short-term financiat information.

Fiduciary Funds - The District is the trustee, or fiduciary, for certain funds, [tis also responsible
for other assets that - because of a trust arrangement - can be used only for the trust
beneficiaries. The District is responsible for ensuring that the assets reported in these funds are
used for their intended purposes. All of the District’s fiduciary activities are reported in a separate
statement of fiduciary net assets and a statement of changes in fiduciary net assets. We exclude
these activities from the district-wide financial statements because the District cannot use these
assets to finance its operations.

DISTRICT-WIDE FINCNIAL ANALYSIS

Net Assels

The Statement of Net Assets reports all financial and capital resources. The statement presents the
assets and [iabilities in order of relative liquidity. The liabilities with average maturities greater than one
year are reported in two components — the amount due within one year and the amount due in more than
one year. The difference between the District's assets and liabilities is its net assets.

12



BOROUGH OF FOLSOM SCHOOL DISTRICT

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

DISTRICT-WIDE FINCNIAL ANALYSIS

Net Assets
Comparative Summary of Net Assets
Governmental Acfivities Business-Type Activities
June 30, 2012 June 30, 2011 June 30, 2012 June 30, 2011
Assets
Current and Other Assets $ 2341601 § 1,832,093 § 87,508 $ 85,080
Capital Assets; net 7,951,867 8,142,176 111,894 111,406
Total Assets 10,203,468 9,874,269 199,400 206,486
Liahilities
Current Liahilities 104,920 234,264 6,488 14 561
l.ong-Term Liabilities 2,278,616 2,461,487
Total Liabiiities 2,383,636 2,685,751 6,488 14,561
Net Assets
Invested in Capital Assets, Net of Debt 5,775,867 5,816,175 111,894 111,406
Restricted 2,504,818 1,807,813
Unrestricted {370,853) (445,470) 81,018 80,519
TOTAL NET ASSETS $ 7809032 § 7278518 § 192,912 § 191,925

13



BOROUGH OF FOLSOM SCHOOL DISTRICT

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

DISTRICT-WIDE FINCNIAL ANALYSIS

Net Assets

CHANGE IN NET ASSETS
Governmental Activities Business-Type Activities

June 30, 2012 June 30, 2011 June 30, 2012 June 30, 2011

Program Revenues

Charges for Services $ - % - % 93554 % 106,518

Grants and Contributions 1,018,790 965,692 97,290 82,768
General Revenues

Property Taxes 1,742,324 1,708,638

Grants and Entitlernents 5,059,333 -4.608,470

Other 11,379 55,720 21 3]
Total Revenues 7,831,826 7,338,520 190,865 189,292

Program Expenses

instruction 3,175,207 2,929,168

Support Services 3,665,475 3,678,064

Unallocated Depreciation 241,328 226,859

Interest on Debt 97,457 101,974

Debt Service Assessment 20,946 36,018

Enterprise 189,879 157,637
Total Expenses 7,200,413 6,972,083 189,879 157,637
Change in Net Assets 631,413 366,437 986 31,655
Transfers
Net Assets, July 1 7,278,519 6,912,082 191,626 160,271
Net Assets, June 30 $ 7,909,932 § 7278518 § 192812 §$ 191,926
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BOROUGH OF FOLSOM SCHOOL DISTRICT

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

The financia! performance of the District as a whole is also reflected in the governmental funds which are
accounted for by using the modified accrual basis of accounting. As of the end of the current fiscal year,
the District's governmental funds reported combining ending fund balances of:

June 30, 2012 June 30, 2011 Change

Restricted

Capitat Reserve $ 5304 & 5303 % 1

Maintenance 330,387 330,387

Emergency 250,000 250,000

Debt Service 1 1

Excess Surplus 1,834,401 1,127,574 706,917
Assigned

Encumbrances . 84,734 130,290 ( 45,556)

State Aid 64,259  ( 64,259)
Unassigned

General Fund { 248,924y ( 289,420) 40,456
Total 3 2255093 % 1,618,364 § 637,599

GENERAL FUND BUDGETARY HIGHLIGHTS

The District's budget is prepared according to New Jersey law, and is based on accounting for certain
transactions on a basis of cash receipts, disbursements, and encumbrances. The most significant

budgeted fund is the General Fund.

Qver the course of the year, the Disirict revised the annual operating budget several times. Revisions in
the budget were made to recognize revenues that were not anticipated and to prevent over-expenditures

in specific line item accounts.

Criginal Revised Expended
General Fund . 6036926 $§ 70286355 $ 6256821
On-Behalf Non-Budgeted
TPAF Pension Centribution 211,867
TRAF Sociat Security 181,068
$ 6636826 § 7286355 § 6,649,756
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BOROUGH OF FOLSOM SCHOOL DISTRICT

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

GENERAL FUND BUDGETARY HIGHLIGHTS

Revenues

The General Fund proposed budget, estimated revenues at $6,708,190. Actual revenues, not including
on-behalf contributions for Pension and Sccial Security, were $6,803,022.

Expenditures

The General Fund adopted expenditures were budgeted at $6,936,926. Actual expenditures, not
including on-behalf contributions for Pension and Social Security, were $6,256,821.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2012, the School District had $11,411,682 invested in land, building, furniture and
equipment. Cost of capital assets increased by $54,318 from fiscal year 2011 to fiscal year 2012. For
mere detailed information, please refer to the Notes to the Financial Statements.

Debt Administration

At the end of fiscal year 2012, the School District had $2,278,615 of outstanding debt. Of this amount,
$102,615 is for compensated absences and $2,176,000 is for general obligation bonds.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide a summary of the financial condition of School District.
Questions concerning any of the information provided in this report should be addressed to:

School Business Administrator/Board Secretary
Borough of Folsom School District

1357 Mays Landing Road

Folsom, NJ 08037

609.561.8666
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DISTRICT-WIDE FINANCIAL STATEMENTS



BOROUGH OF FOLSOM SCHOOL DISTRICT

Statement of Net Assets
June 30, 2012

See Accompanying Notes to the Basic Financial Statements

ASSETS

Cash and Cash Equivalents

Accounts Receivable
Interfunds Receivable
State of New Jersey
Federal Government

Inventory

Restricted Assets
Cash Reserve Accounis

Capital Assels, Net

Total Asseils

LIABILITIES
Fiabilities

Accounts Payable

Accrued Interest Payable

Interfunds Payable

Noncurrent Liabilitfes
Due Within One Year
Due Beyond One Year

Total Liabiiities

NET ASSETS
Invested in Capital Assets, Net of Related Debt
Restricted For
Debt Service
Other Purposes
Unrestricted

Total Net Assets

Exhibit A-1

Governmental Business-Type
Activities Activities Total

$ 1,655,546.02 $ 81,653.17 $ 1,737,199.19
31,015.81 31,015.81
38,021.12 52.80 38,073.92
31,326.00 2,548.27 33,875.27
3,251.13 3,251.13

585,691,80 585,691.90
7.951,867.04 111,893.74 8,063,760.768
10,793, 467.89 199,400.11 10,492 868.00
60,136.70 84211 61,078.81
19,314.06 19,314.06
25,470.00 5,545.81 31,015.81
150,000.00 150,000.00
2,128,614 .82 2,128,614.52
2,383,535.58 5,487.92 2,390,023 50
5,775,867.04 111,893.74 5,887,760.78
0.79 0.79
2,504,917.53 2,504,917.53
(370,853.05) 81,018.45 {289,834.60)
§7,90993231 $§ 19291249  § 5,102,844.50
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'FUND FINANCIAL STATEMENTS




GOVERNMENTAL FUNDS




BOROUGH OF FOLSOM SCHOOL DISTRICT
Governmental Funds
Balance Sheet
June 30, 2012

See Accompanying Nofes fo the Basic Financial Statements

Exhibit B-1

General Special Capital Debt Service
Fund Revenue Fund Projects Fund Fund Total
ASSETS .
Cash and Cash Equivalents $1,641,401.23 $  14,144.00 $ - g Q.79 $ 1,6565,546.02
Accounts Receivable
interfunds Receivable 31,016.81 31,015.81
State of New Jersey 38,021.12 38,021.12
Federal Government 20.000.00 11,326.00 31,326.00
Restricted Cash and Cash Equivatents 585,691.90 585,681.90
Total Assets $ 2,318,130.06 § 2547000 § - $ 0.79 $ 2,341,600.85
LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable $ B0,136.70 3 - $ - $ - $ 60,136.70
Interfunds Payable 25,470.00 25,470.00
Total Liabilities 60,136.70 25,470.00 - - 85,606.70
FUNDS BALANCES
Resfricted
Emergency Reserve 250,000.00 250,000.00
Capital Reserve 5,304.40 5,304.40
Maintenance Reserve 330,387.50 330,387.50
Excess Surplus
Designated for Subsequent Year 898,818.00 898,6818.00
Current Year 935 673.75 935,673.75
Debt Service Fund 0.79 0.79
Assigned
Other Purposes 84,733.88 84,733.88
Unassigned (248,924.17) (248,924.17)
Total Fund Balance 2,255,993.36 - - 0.79 2,255,994.15
Total Liabilities and Fund Balances $ 2,316,130.06 $ 2547000 % - 3 079  $2,341,600.85

Total Governmental Fund Balances

Amounts reported for governmental activities in the Statement
of Net Assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are noi reported as assets in gevernmental
funds and consist of:

Cost of Capital Assets
Accumulated Depreciation

Long-Term liabilities, including bonds payable, are not due and
payable in the current pericd and therefore are not reported as
liabilities in the funds. Long-Term liabilities consist of:

Accrued nterest
Bond Payable
Compensated Absences Payable

Total Net Assets - Governmental Activities

$2,255994.15

11,283,382.09
(3,331,515.05)

(19,314.06)
(2,176,000.00)

102,614.82
$ 7,909,932.31

19



REVENUES
Local Scurces
Local Tax Levy
Interest Earned
Miscellanecus

Federal Sources
Staie Sources

Total Revenues

EXPENDITURES

Current
Regular Instruction
Special Education instruction
School Sponsored Activities
Other Instruction

Support Services
Tuition
Studeni and Instruction
General Administration
School Administrative
Cenftral Services
Plant Operations and Maintenance
Pupil Transpertation
Other Support Services
Employee Benefits

Debt Service
Principal
interest

Capital Qutiay

Total Expenditures

Excass (Deficiency) of Revenues
Over Expenditures

OTHER FINANCING SOURCES (USES)
Transfers In
Transfers Cut
Totat Other Financing Scurces (Uses)
Net Changes in Fund Bafance

Fund Balance, July 1

Fund Balance, June 30

BOROUGH OF FOLSOM SCHOOL DISTRICT

Governmental Funds
Statement of Revenues, Expenses and Changes in Fund Ealances
For The Fiscal Year Ended June 30, 2012

See Accompanying Notes to the Basie Financial Statements

Exhibit B-2

General Special Capital Debt Service

Fund Revenue Fund Projects Fund Fund Total
$1493617.00 $ - $ - $ 248,707.00  $1,742,324.00
6554.22 554.22
10,825.21 10,825.21
1,504,996.43 - - 248,707.00 1,783,703.43
177,946.00 221,260.00 389,226.00
5,624,414.41 54,483.00 5,678,897.41
7,307,356.84 275,763.00 - 248,707.00 7,831,826.84
1,728,637.60 249, 158.00 1,977,795.60
300,936.20 300,9386.20
32,186.39 32,186.39
39,205.00 30,205.00
1,586,428.31 1,586,429.31
563,216.47 26,605,00 588,821.47
118,872.33 118,872.33
172,464.99 172,464.99
128,075.60 126,075.60
383,703.88 383,703.88
35B6,345.67 356,345.67
1,189,717.78 1,189,717.78
150,000.00 150,000.00
08,707.50 98,707.50
' 71,865.15 71,865.15
6‘,669,756.37 275,763.00 - 248,707.50 7,194,226.87
637,600.47 - - (0.50) 637,500.97
637,600.47 - - (0.50) 637,509.97
1,618,392.89 - - 1.20 1,618,394.18
$ 2,255,093.36 3 - % - 3 0.79 $ 2,255,904.15
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BOROQUGH OF FGLSOM SCHOOL DISTRICT

reconciliatfon of the Statement of Revenues, Expenditures, and Changes in Fund Balance

of Governmental Funds to the Statement of Activities
For The Fiscal Year Ended June 30, 2012

See Accompanying Notes to the Basic Financial Statements

Totai Nef Change in Fund Balances - Governmental Funds

Amounts reported for Governmental Activities in the Statement
of Activities are different because:

Capital outfays are reported in governmental funds as expenditures.
However, in the Statement of Activities, the cost of those assels is
allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceeded depreciation
in the current fiscal year.

Depreciation Expense

Capital Outlays _ o

Debt Service Assessmeni Charged to Capital Cutiay
Repayment of bond principle is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the Statement
of Net Assets and is not reported in the Statement of Activities.

Repaymenis of Debt
In the Statement of Activities, certain operating expenses, e.g., compensated
absences are measured by the amounts earned during the year, In the
governmental funds, however, expenditures for these items are reporied
in the amount of financial resources used (paid).

{Increase) Decrease in Accrued Compensated Absences

In the Statement of Activities, interest on iong-term debt is accrued, regardless
of when dua. In the governmental funds, interest is reported when due.

(Increase) Decrease in Accrued Interest

Change in Net Assets of Governmental Activities

(B-2)

$

Exhibit B-3

637,599.97

(241,327.68)
71,965.15
(20,946.00)

150,000.00

32,872.01

1,250.00

631,413.45
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PROPRIETARY FUNDS




Exhibit B4
BOROUGH OF FOLSOM SCHOOL BISTRICT
Proprietary Funds
Statement of Net Assets
June 30, 2012

See Accompanying Notes {o the Basic Finanelal Statements

Enterprise Fund

Food Service

ASSETS
Current Assets
Cash and Cash Equivalents $ 81,653.17
Accounts Receivable
State of New Jersey 52.80
Federal Government 2,549.27
3,251.13

Invenicries
Total Current Assets
Noncurrent Assets
Equipment

Less: Accumulated Depreciation

Total Noncugrent Assets

Total Assets 199,400.11
LIABILITIES
Current Liabilities
Accounts Payable 942.11
Interfunds Payable 5,545.81
Total Current Liabilities 6,487.92
NET ASSETS
Invested in Capital Assets Net of Related Debt 111,883.74
Unrestricted 81,018.45

Total Net Asssts

§7,508.37

128,289.9¢
16,408.25

141,883.74

$ 19291219
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Exhibit B-5
BOROUGH OF FOLSOM SCHOOL DISTRICT
Proprietary Funds
Statement of Revenues, Expenses, and Changes in Fund Net Assets
For The Fiscal Year Ended June 30, 2012

See Accompanying Notes to the Basic Financial Statemenis

CPERATING REVENUES
Charges For Services
Daily Sales
Reimbursable Programs
Mon-Reimbursable Programs

Total Operating Revenue 03,553.92

OPERATING EXPENSES
Cost of Sales 85,884.93
Salaries 60,668.64
Employee Benefits 24 585.62
General Supplies 2,003.74
Depreciation 2,812.50
Cther 13,823.78

Total Operating Expenses

Operating Income (Less) (96,325.29)
NONOPERATING REVENUES {(EXPENSES)
State Sources
State School Lunch and Breakfast Program 1,875.00
Federai Sources
National Schoot Lunch and Breakfast Program 85,699.09
Food Distribution Program 9,716.34
tnterest on Investments 21.45
Total Nonoperating Revenues (Expenses) 97,311.88
income {Loss) Before Confributions and Transfers 986.59
Capital Contributions
Transfers In/(Out)
Change in Net Assets 986.59
191,925.60

Net Assets, July 1

Net Assets, June 30

Enterprise Fund
Food Service

$  B1,132.29
32,421.63

189,879.21

$ 182,812,190
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BOROUGH OF FOLSOM SCHOOL DISTRICT
Proprietary Funds
Statement of Cash Flows
For The Fiscal Year Ended June 30, 2012

See Accompanying Nofes to the Basic Financial Statements

CASH FLOW FROM OPERATING ACTIVITIES
Receipts From Customers and Other Funds
Payments to Employees
Payrnents to Suppliers
Net Cash Provided By {Used in) Operating Activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State Sources
Federal Sources
Operating Subsidies and Transfers
Net Cash Provided By (Used In} Nencapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assets

Net Cash Provided By (Used In) Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest on Investments

Net Cash Provided By (Used In} Investing Activities
Net Increase (Decrease) In Cash and Cash Equivalents
Cash and Cash Equivalents, July 1

Cash and Cash Equivalents, June 30

Reconciliation of Operating Income {Loss) to Net Cash Provided By (Used In) Operating Activities

Operating Income {Loss}

Adjustments to reconcile Operating Income {Loss) to Net Cash Provided By (Used In} Operating Activities

Depreciation
{increase) Decrease
Accounts Receivable
Inventories
Other Current Assets
Increase (Decrease)
Accounts Payable
Accrued Expenses

Net Cash Provided By (Used In) Operating Activities

Exhibit B-&6

Enterprise Fund
Food Service

$  93,553.92
(85,254.26)

{105,958.05)
(97,658.39)

1,867.34
97,841.98

(5,051.17)
94,858.15

(3,280.99)
(3,299.99)

21.45
21.45

(6,078.78)
87,731.95

$ 81,653.17

$  (96,325.29)

2,812.50
(1,123.49)
(3,022.11)

$  {97,658.39)
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FIDUCIARY FUNDS




ASSETS

Cash and Cash Equivalents
Total Asseis
LIABILITIES

Due to Student Groups
Total Liabilities
NET ASSETS

Held in Trust

Total Net Assets

BOROUGH OF FOLSOM SCHOOL DISTRICT
Fiduciary Funds
Statement of Fiduciary Net Assets
June 30, 2012

See Accompanying Notes to the Basic Financial Statements

Exhibit B-7

Unemployment
Compensation Agency
Trust Fund
& 2,544.97 3 16,075.55
2,644.97 16,075.55
16,075.55
- 16,075.55
2,544.97
$ 2,544.97 $ -
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ADDITIONS
Contributions
Board Contributions
Total Contributions

Investment Earnings
Interest

Total Invesiment Earnings
Total Addifions
DEDUCTIONS
Quarterly Contribution Reports
Unemployment Claims
Total Deductions
Change in Net Assets

Net Assets, July 1

Net Assets, June 30

BOROUGH OF FOLSOM SCHOOL, DISTRICT
Fiduciary Funds
Statement of Changes in Fiduciary Net Assets
For The Fiscal Year Ended June 30, 2012

See Accompanying Notes o the Basic Financial Statements

Exhibit B-8

Unemployment
Compensation
Trust

$ 7.,518.21

23,465.31

30,883.52

3.06

3.08

30,986.58

3,656.62

50,129.81

53,786.43

(22,799.85)

25,344.82

$ 2,544.97
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NOTE 1

BOROUGH OF FOLSOM SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of the Reporting Entity — The Borough of Folsom School District (hereafter referred
fo as the "District”) is a Type |l district located in the County of Atfantic, State of New Jersey. As a
Type Il district, the School District functions independently through a Board of Education. The
Board is comprised of seven members elected to three year terms. The purpose of the District is
to provide educational services for students in grades K-8. Students in grades 9-12 attend the
Hammonton High School.

The primary criterion for including activities within the School District's reporting entity, as set forih
in Section 2100 of the GASB Cecdification of Governmental Accounting and Financial Reporting
Standards, is the degree of oversight responsibility maintained by the School District. Oversight
responsibility includes financial interdependency, selection of governing authority, designation of
management, ability to significantly influence operations and accountability for fiscal matters. The
combined financial statements include all funds of the District over which the Board exercises
operating control. There were no additional entities required to be included in the reporting entity
under the criteria as described above, in the current fiscal year. Furthermore, the District is not
included in any other reporting entity on the basis of such criteria.

Basis of Presentation

The financial statements of the District have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied fo government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The District also
applies Financial Accounting Standards Board (FASB) Statementis and Interpretations issuad on
or before November 30, 1988, fo its governmental and business-type activities, and to its
proprietary funds, provided they do not conflict with or contradict GASB pronouncements. The
more significant of the School District's accounting policies are described in this Note. The
District's basis financial statements consist of government-wide statements, including a statement
of net assets and a statement of activities, and fund financial statements, which provide more
detailed level of financial information.

Government-Wide Statements

The statement of net assets and the statement of activities display information about the
District as a whole. These statements include the financial activites of the primary
government, except for fiduciary funds. The statements distinguish between those activities
of the District that are governmental and those that are considered business-fype activities.
The statement of net assets presents the financial condition of the governmental and
business-type activities of the District at fiscal year end. The statement of activities presents
a comparison between direct expenses and program revenues for each program or function
of the District's governmental activities and for the business-lype activities of the District.
Direct expenses are those that are specifically associated with a service, program, or
department and, therefore, clearly identifiable to a particular function. The policy of the
District is to not allocate indirect expenses fo functions in the statement of activities.
Program revenues include charges paid by the recipient of the goods or services offered by
the program, grants, and contributions that are restricted to meeting the operational or capital
requirements of a particular program, and interest eamed on grants that is required to be
used to support a particular program. Revenues, which are not classified as program
revenues, are presented as general revenues of the District, with certain limited exceptions.
The comparison of direct expenses with program revenues identifies the extent fo which
each business segment or governmental function is self-financing or draws from the general
revenues of the District.

27




BOROUGH OF FOLSOM SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2012

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

Fund Financial Statements

During the fiscal year, the District segregates transactions related to certain District functions
or activities in separate funds in order to aid financial management and to demonstrate legal
compliance. Fund financial statements are designed to present financial information of the
Disirict at this more detailed level. The focus of governmental and enterprise fund financial
statements is on major funds. Each major fund is presented in a single column. The
fiduciary fund is reported by type. The District uses funds to maintain its financial records
during the fiscal year. A fund is defined as a fiscal and accounting entity with a self-
balancing set of accounts. There are three categories of funds: governmental, proprietary,
and fiduciary.

Governmental Fund Types

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses, and balances of current financial
resources. Expendable asseis are assigned io the various governmental funds according to the
purposes for which they may or must be used. Current liabilities are assigned to the fund from
which they will be paid. The difference between governmental fund assets and liabilities is
reported as fund balance. The following are the District's major governmental funds.

General Fund - The General Fund is the general operating fund of the District. 1t is used to
account for all financial resources except those required to be accounted for in another fund.
Included are certain expenditures for vehicles and movable instructional or noninstructional
equipment which are classified in the Capital Outlay subfund.

As required by the New Jersey State Department of Education, the District includes budgeted
Capital Outlay in this fund. Generally accepted accounting principles as they pertain to
governmental entities state that General Fund resources may be used to directly finance
capital outlays for long-lived improvements as long as the resources in such cases are
derived exclusively from unrestricted revenues,

Resources for budgeted capital outlay purposes are normally derived from State of New
Jersey Aid, district taxes and appropriated fund balance. Expenditures are those that resulf in
the acquisition of or additions to fixed assets for land, existing buildings, improvements of
grounds, construction of buildings, additions to or remodeling of buildings and the purchase of
built-in equipment.

Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of
specific revenue sources that are legally restricted to expenditures for specified purposes
other than debt service or capital projects,

Capital Projects Fund - The Capital Projects Fund is used to account for and report financial
resources that are restricted, committed, or assigned expenditures for capital outlays,
including acquisition or construction of capital facilities and other capital assets. The financial
resources are derived from temporary notes or serial bonds that are specifically authorized by
the voters as a separate question on the ballot either during the annual election or at a special
election.

Debt Service Fund - The Debt Service Fund is used to account for and report financial
resources that are restricted, committed, or assigned to expenditures for principal and
interest.
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NOTE1

BOROUGH OF FOLSOM SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Proprietary Fund Types

Proprietary Funds are used to account for and report for the District's ongoing activities, which are
similar to those found in the private sector.

Enterprise Funds - The Enterprise Funds are utilized to account for operations that are
financed and operated in a manner similar to private business enterprises -- where the intent
of the District is that the costs (i.e. expenses including depreciation and indirect costs) of
providing goods or services to the students on a continuing basis be financed or recovered
primarily through user charges; or, where the District has decided that periodic determination
of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability or other purposes.

The District's Enterprise Fund is comprised of the Food Service Fund.

All proprietary funds are accounted for on a cost of services or “capital maintenance”
measurement focus. This means that all assets and all liabilities, whether current or noncurrent,
associated with their activity are included on their balance sheets. Their reported fund equity (net
asset) is segregated into investment in capital assets, net of related debt, and unrestricted net
assets, if applicable. Proprietary fund type operating statements present increases (revenues)
and decreases (expenses) in net total assets,

Depreciation of all exhaustive fixed assets used by proprietary funds is charged as an expense
against their operations. Accumulated depreciation is reported on proprietary fund balance
sheets. Depreciation has been provided over the estimated useful lives the straight-line method.
The estimated useful lives are as follows:

Equipment 5-12 Years
Light Trucks and Vehicles  4-10 Years
Heavy Trucks and Vehicles 6-10 Years

Fiduciary Fund Types

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund
category is split into four classifications: pension trust funds, investment trust funds, private-
purpose trust funds, and agency funds. Agency funds are used to account for assets held by the
District in a trustee capacity or as an agent for individuals, private organizations, other
governments, and / or other funds (i.e., payroll and student activities). They are custodial in
nature (assets equal liabilities) and do not involve measurement of results of operations.

Measurement Focus

Goverment-Wide Financial Statements — The govemment-wide financial statements are
prepared using the economic resources measurement focus. All assets and all liabilities
associated with the operation of the District are included on the statement of net assets.
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Fund Financial Statements - All government funds are accounted for using a flow of current
financial resources measurement focus. With this measurement focus, only current assets and
current liabilities generally are included on the balance sheet The statement of revenues,
expenditures and changes in fund balances reports on the sources {ie., revenues and other
financing sources) and uses (i.e., expenditures and other financing uses) of current financial
resources. This approach differs from the manner in which the governmental activities of the
government-wide financial statemenfs are prepared. Government fund financial statements,
therefore, include reconciliation with brief explanation to better identify the relationship between
the government-wide statements and the staterents for governmental funds.

Like the government-wide statements, ali proprietary fund types are accounted for on a flow of
economic resources measurement focus. All Assets and all liabilities associated with the
operation of these funds are included on the statement of net assets. The statement of changes
in fund net assets presents increases (i.e., revenues) and decreases (i.e., expenses) in net total
assets. The statement of cash flows provides information about how the District finances and
meets the cash flow needs of its proprietary activities. Fiduciary funds are reported using the
economic resources measurement focus.

Basis of Accounting

Basis of accounting determines when transaciions are recorded in the financial records and
reported on the financial statements. Government-wide financial statements are prepared using
the accrual basis of accounting. Governmental funds use the modified accrual basis of
accounting. Proprietary and fiduciary funds also use the accrual basis of accounting. Differences
in the accrual and the modified accrual basis of accounting arise in the recognition of revenue, the
recording of deferred revenue, and in the presentation of expenses versus expenditure.

Revenues — Exchange and Nonexchange Transactions - Revenue resuilting from
exchange transactions, in which each party gives and receives essentially equal value, is
recorded on the accrual basis when the exchange takes place. Cn the modified accrual basis,
revenue is recorded in the fiscal year in which the resources are measurable and become
available. Available means the resources will be collected within the current fiscal year or are
expected to be collected soon enough thereafter to be used to pay liabilities of the current
fiscal year. For the Districi, available means within sixty days of the fiscal year end.

Nonexchange transactions, in which the District receives value without directly giving equal
value in return, include property taxes, grants, entittements, and donations. Ad Valorem
{Property) Taxes are susceptible to accrual, as under New Jersey State Statute a municipality
is required to remit to its District the entire balance of taxes in the amount voted upon or
certified, prior to the end of the school year. The District records the entire approved tax levy
as revenue (accrued) at the start of the fiscal year, since the revenue is both measurable and
available. The District is entitled to receive monies under the established payment schedule
and the unpaid amount is considered to be an "accounts receivable". Revenue from grants,
entittements, and donations is recognized in the fiscal year in which ali eligibility requirements
have been satisfied. Eligibility requirements include timing requirements, which speciiy the
year when the resources are required fo be used or the fiscal year when use is first permitted;
matching requirements, in which the District must provide local resources to be used for a
specified purpose; and expenditure requirements, in which the resources are provided to the
District on a reimbursement basis. On the modified accrual basis, revenue from nonexchange
transactions must also be available hefore it can be recognized. Under the modified accrual
basis, the following revenue sources are considered to be both measurable and available at
fiscal year end: property taxes available as an advance, interest, and tuition.
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Basié of Accounting

Expenses/Expenditures — On the accrual basis of accounting, expenses are recognized at
the time they are incurred. The fair value of donated commodities used during the year is
reported in the operating statement as an expense with a like amount reported as donated
commodities revenue. Unused donated commaodities are reported as deferred revenue. The
measurement focus of governmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Expenditures are generally recognized in the
accounting period in which the related fund liability is incurred, if measurable. Allocations of
cost, such as depreciation and amortization, are not recognized in governmental funds.

Budgets and Budgetary Conirol

Annual appropriated budgets are prepared in the spring of each year for the General, Special
Revenue, and Debt Service Funds. The budgets are submitted to the county office for approval
and are voted upon at the annual school election on the third Tuesday in April. Budgets are
prepared using the modified accrual basis of accounting, except for the special revenue fund as
described later. The legal leve! of budgetary control is estabiished at line item accounts within
each fund. Line tem accounts are defined as the lowest (most specific) level of detail as
established pursuant fo the minimum chart of accounts referenced in N.J.A.C.6A:23A-16.2(f)1.
Transfers of appropriations may be made by school board resolution at any time during the fiscal
year in accordance with N.J.A.C.8A:23A-13.3.

Format budgetary integration into the accounting system is employed as a management control
device during the fiscal year. For governmental funds there are no substantial differences
between the budgetary basis of accounting and accounting principles generally accepted in the
United States of America with the exception of the legally mandated revenue recognition of the
one or more June state aid payments for budgetary purposes only and the special revenue fund
as noted below. Encumbrance accounting is also employed as an extension of formal budgetary
integration in the governmental fund types. Unencumbered appropriations lapse at fiscal year
end.

The accounting records of the Special Revenue Fund are maintained on the grant accounting
budgetary basis. The grant accounting budgetary basis differs from GAAP in that the grant
accounting budgetary basis recognizes encumbrances as expenditures and also recognizes the
related revenue, whereas the GAAP basis does not Sufiicient supplemental records are
maintained to allow for the presentation of GAAP basis financial reports.

Exhibit C-3 presents a reconciliation of the general fund revenues and special revenue fund
revenues and expenditures from the budgetary basis of accounting as presented in the general
fund budgetary comparison schedule and the special revenue fund budgetary comparison
schedule to the GAAP basis of accounting as presented in the statement of revenues,
expenditures and changes in fund balances — governmental funds. Note that the Disfrict does not
report encumbrances outstanding at fiscal year end as expenditures in the general fund since the
generai fund budget follows modified accrual basis, with the exception of the revenue recogriition
policy for the last state aid payment.
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Encumbrances

Under encumbrance accounting purchase orders, contracts and other commitments for the
expenditure of resources are recorded to reserve a portion of the applicable appropriation. Open
encumbrances in governmental funds, other than the special revenue fund, are reported as
reservations of fund balances at fiscal year end as they do not constitute expenditures or liabilities
but rather commitments related fo unperformed confracts for goods and services.

Open encumbrances in the special revenue fund, for which the District has received advances,
are reftected in the balance sheet as deferred revenues at fiscal year end.

The encumbered appropriation authority carries over into the next fiscal year. An entry will be
made at the beginning of the next fiscal year fo increase the appropriation reflected in the certified
budget by the outstanding encumbrance amount as of the current fiscal year end.

Cash, Cash Eguivalents and Investments

Cash and cash equivalents, for all funds, include petty cash, change funds, cash in banks and all
highly liquid investments with a maturity of three months or less at the time of purchase and are
stated at cost plus accrued interest U.S. treasury and agency cbligaiions and certificates of
deposit with maturities of one year or less when purchased are stated af cost. Al other
investmentis are stated at fair value.

New Jersey school districts are limited as fo the types of investmenis and types of financial
institutions they may invest in. N.J.S.A. 18A:20-37 provides a list of permissible investments that
may be purchased by New Jersey school districts.

N.J.5.A. 17:9-41 et seq. establishes the requirements for the security of deposits of units. The
statue requires that no governmental unit shalt deposit pubtic funds in a public depository unless
such funds are secured in accordance with the Governmental Unit Deposit Protection Act
("GUDPA"), a multiple financial institutional collateral pool, which was enacted in 1970 to protect
governmental units from a [oss of funds on deposit with a failed banking institution in New Jersey
Public depositories include State or federally chariered banks, savings banks or associations
located in or having a branch office in the State of New Jersey, the deposits of which are federaliy
insured. All public depositories must pledge collateral, having a market value at least equal to five
percent of the average daily balance of collected public funds, to secure the deposits of
governmental units. If a public depository fails, the collateral it has pledged, plus the collateral of
all other public depositories, is available to pay the amount of their deposits to the governmental

units.

Inventories

Inventory purchases, other than those recorded in the enterprise fund, are recorded as
expenditures during the year of purchase. Enterprise fund inventories are valued ai cost, which
approximates market, using the first-inffirst-out (FIFO) method.

Prepaid Expenses

Prepaid expenses recorded on the government-wide financial statements and in the proprietary
fund types represent payments made to vendors for services that will benefit periods beyond June
30, 2012.
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Deferred Expenditures

Deferred expenditures are disbursements that are made in one period, but are more accurately
reflected as an expenditure / expense in the next fiscal period. Unlike prepaid expenses, deferred
expenditures are not regularly recurring costs of operations.

Short-Term Interfund Recelvables [ Payables

Short-term interfund receivables / payables represent amounts that are owed, other than charges
for goods or services rendered to / from a particular fund in the District and that are due within one

“year. These amounts are eliminated in the governmental and business-type columns of the

statement of net assets, except for the net residual amounts due between governmental and
business-type activities, which are presented as interfunds receivable and / or interfunds payable.

Capital Assets

General capital assets are those assets not specifically related to activities reported in the
proprietary funds. These assefs generally resuilt from expenditures in the governmental funds.
These assefs are reported in the governmenial activities column of the government-wide
statement of net assets but are not reported in the fund financial statements. Capital assets
utilized by the proprietary funds are reporied both in the business-type activities column of the
government-wide statement of net assets and the proprietary fund statement of net assets.

All capital assets are capitalized at cost (or estimated histarical cost) and updated for additions
and retirements during the fiscal year. Donated fixed assets are recorded at their fair market
value as of the date received. The District maintains a capitalization threshold of $2,000.080. The
District does not possess any infrastructure. Improvements are capitalized; the cost of normal
maintenance and repairs that do not add fo the value of the asset or materially extend an asset’s
life are not. All reported capital assets except land and construction in progress are depreciated.
Improvements are depreciated over the remaining useful lives of the related capital assets.

Depreciation is compuied using the straight-line method under the full month convention over the
following estimated useful lives:

Estimated

Asset Class Useful Lives

Land Improvements 10-20 Years
Building and Improvements 10-50 Years
Furmiture and Equipment 5-20 Years
Vehicles 5-10 Years

Compensated Absences

Compensated absences are those absences for which employees will be paid, such as vacation,
sick leave, and sabbalical leave. A liability for compensated absences that are aftributable to
services already rendered, and that are not contingent on a specific event that is outside the
control of the District and its employees is accrued as the employees earn the rights to the
benefits. Compensated absences that relate fo future services, or that are contingent on a
specific event that is outside the control of the District and its employees, are accounted for in the
period in which such services are rendered or in which such events take place.
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Compensated Absences

The entire compensate absence iiability is reported on the government-wide financial statements.
For governmental funds, the current portion of unpaid compensated absences is the amount that
is normally expected to be paid with expendable available financial resources. In proprietary

funds, the entire amount of compensated absences is recorded as a fund liability.

Deferred Revenue

Deferred revenue arises when assets are recognized before revenue recognition criteria have
been satisfied.

Accrued Liabilities and L.ong-term Obligations

All payables, accrued liabilities, and long-term obligations are reported in the government-wide
financial statements, and all payables, accrued Kabilities, and long-term obligations payable from
proprietary funds are reported on the proprietary funds financial statements. In general,
governmental fund payables and accrued liabilities that, once incurred, are paid in a timely
manner and in fult from current financial resources are reported as obligations of the funds.
However, claims and judgments, compensated absences, special termination benefits, and
contractually required pension contributions that will be paid from governmental funds are
reported as a liability in the fund financial statements only to the extent that they are normally
expected to be paid with expendable available financial resources. Bonds are recognized as a
liability on the financial statements when due.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital
assets, net of related debt, consists of capital assets, net of accumulated depreciation, reduced by
the outstanding balance of any borrowing used for the acquisition, construction, or improvement of
those assets. Net assels are reported as restricted when there are limitations imposed on their
use either through the enabling legislation adopted by the District or through external restrictions
imposed by creditors, grantors, or laws or regulations of other governments. The District's policy is
to first apply restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available.

Fund Balance

The District reports fund balance in classifications that comprise a hierarchy based primarily on
the extent to which the District is bound to honor constraints on the specific purposes for which
amounts in those funds can be spent. The District's classifications, and policies for determining
such classifications, are as follows:

Nonspendable — The nonspendable fund balance classification includes amounts that cannot
be spent because they are either not in a spendable form or are legally or contractually
required to be maintained infact. The "not spendable form” criterion includes itemns that are
not expected to be converted to cash, such as inventories and prepaid amounts.
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Fund Balance

Restricted — The restricted fund balance classification includes amounts that are restricted to
specific purposes. Such restrictions, or constraints, are placed on the use of resources either
by being (1} externally imposed by creditors, grantors, contributors, or laws or regulations of
other governmenis; or (2) imposed by law through constitutional provisions or enabling
legislation.

Committed — The committed fund balance classification includes amounts that can only be
used for specific purposes pursuant to constraints imposed by formal action of the District's
highest level of decision-making authority, which, for the District, is the Board of Education.
Such formal action consists of an affirmative vote by the Board of Education, memorialized by
the adoption of a resolution. Once committed, amounts cannot be used for any other purpose
unless the Board of Education removes, or changes, the specified use by taking the same
type of action (resojution) it employed to previcusly commit these amounts.

Assigned — The assigned fund balance classification includes amounts that are constrained
by the District’s intent to be used for specific purposes, but are neither restricted nor
commitied. Intent is expressed by either the Board of Education or by ithe business
administrator, to which the Board of Education has delegated the authority to assign amounts
to be used for specific purposes. Such authority of the business administrater is established
by way of a formal job description for the position, approved by the Board of Education.

Unassigned — The unassigned fund balance classification is the residual classification for the
general fund. This classification represents fund balance that has not been assigned to other
funds and that has not been restricted, committed, or assigned to specific purposes within the
general fund. The general fund is the only fund that reports a positive unassigned fund
balance amount. In other government funds, if expenditures incurred for specific purposes
exceed the amounts restricted, cormmitted, or assigned to those purposes, it may be
necessary to report a negative unassigned fund balance.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balances are available, it is the policy of the District to spend restricted fund balances first.
Moreover, when an expenditure is incurred for purposes for which amounts in any of the
unrestricted fund balance classifications can be used, it is the palicy of the District to spend fund
balances, if appropriated, in the following order: committed, assigned, then unassigned.

Operating and Non-Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the
proprietary funds. For the District, these revenues are sales for food service. Non-operating
revenues principally consist of interest income earned on various interest-bearing accounts.

Operating ekpenses are necessary costs incurred to provide the service that is the primary activity
of the fund.
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Interfund Activity

Transfers between governmental and business-type activities on the government-wide statements
are reporied in the same manner as general revenues. Exchanged transactions between funds
are reported as revenues in the seller funds and as expenditure / expense in the purchaser funds.
Flows of cash or goods from one fund to another without a requirement for repayment are
reported as interfund transfers. Interfund transfers are reported as other financing sources / uses
in governmental funds and after non-operating revenues / expenses in proprietary funds.
Reimbursements from funds responsibie for particular expenditures / expenses fo the funds that
initially paid for them are not presented on the financial statements.

Estimates
The preparation of financial statements in conformity with accounting pri'nciples generally
accepted in the United States of America requires management to make estimates and

assumptions that affect the amounts reported in the financial statemenis and accompanying
notes. Actual results may differ from those estimates '

CASH AND CASH EQUIVALENTS AND INVESTMENTS

Custodial Credit Risk Related to Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Districts’ deposits might not
be recovered. Although the District does not have a formal policy regarding custedial credit risk,
N.JS.A. 17:9-41 et seq. requires that governmental units shall deposit public funds in public
depositories protected from loss under the provisions of the Govermnmental Unit Deposit Protection
Act. Under the Act, the first $250,000 of governmental deposits in each insured depository is
protected by the Federal Deposit Insurance Corporation (FDIC). Public funds owned by the
District in excess of FDIC insured amounts are protected by GUDPA. However, GUDPA does not
protect intermingled trust funds such as salary withholdings, athletic and student activity funds, or
funds that may pass to the District relative to the happening of a future condition. Such funds are
considered uninsured and uncollateralized.

As of June 30, 2012, the Districi's bank balances of $2,679,260.33 were exposed to custodial
credit risk as follows:

Uninsured and uncollateralized $ 0.00
Collateralized by securities heid 2,679,260.33
Total $ 2,675,260.33
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RESERVE ACCOUNT

Capital Reserve

A capital reserve account was established by the District for the accumulation of funds for use as
capital outlay expenditures in subsequent fiscal years. The capital reserve account is maintained
in the general fund and its activity is included in the general fund annual budget.

Funds placed in the capital reserve account are restricted to capital projects in the District's
approved Long Range Facilities Plan (LRFP). Upon submission of the LRFP to the department, a
district may increase the balance in the capital reserve by appropriating funds in the annual
general fund budget certified for taxes. A district may also appropriate additional amounts when
the express approval of the voters has been obtained either by separate proposal at budget time
or by a special question at one of the four special elections authorized pursuant to N.J.5.A. 19:60-
2. Pursuantto N.J.A.C. 6:23 A-5.1(d) 7, the balance in the account cannot at any time exceed the
support costs of uncompleted capital projects in its approved LRFP.

Maintenance Reserve

Maintenance reserve accounts may be established by New Jersey school districts for the
accumulation of funds for the use of required maintenance of a facility. The maintenance reserve
account is maintained in the general fund and its activity is included in the general fund annual
budget.

Emergency Reserve

Emergency reserve accounts may be established by New Jersey school districts for the
accumulation of funds for the use of financing unanticipated general fund expenditures required
for a thorough and efficient education in accordarnice with N.J.5. A, 18A7F-41¢(1).

The activity of the reserve accounts for the year is as follows:

Beginning Balance; July 1, 2011 $ 585,690.65
Deposits

Interest Earned : 1.25

Board Approval 0.00
Withdrawals

Approved at Election 0.00
Ending Balance; June 30, 2012 ) 585,681.90

Allocation of Reserve Account at June 30, 2012:

Emergency Reserve 3 250,000.00
Maintenance Reserve 330,387.50
Capital Reserve 5,304.40

3 585,691.80
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Capital asset activity for the fiscal year ended June 30, 2012, was as follows:
Beginning Ending
Batance Additions Retirements Balance
Governmental Activities
Facility and Improvemenis $10,699,582.97 § 26547.10. % $ 10,726,130.07
Equipment 532.779.97 24 472.05. 567.252.02
Total at Historical Cost 11,232,362.54 51,019.15 11,283,382.09
Accumufated Depreciation 3,090,187.37 241.327.68 3,331,515.05
Capital Asseis, Net $_ 814217557 ${ 19030853 § . $_ 7,951867.04
Business-Type Activities
Equipment 3 125,000.00 § 329999 § b 128,299.9%
Total at Histerical Cost 125,000.00 3.209.88. 128,299.99
Accumulated Depreciation 13,593.75 2.812.50 16,406.25
Capital Assets, Net 5 111,40625 § 487,49 $__ 0.00 $_ 191,89374
NOTE 5 LLONG-TERM OBLIGATIONS

During the year ended June 30, 2012 the.following changes occurred in loans and compensated

absences payable:

Beginning Ending

Balance Increases Decreases Balance
Compensated Absences $ 135,486.83 3§ $ 32,872.01 102,614.82
Bonds 2,326,000.00 150,064.00 2,176,000.00
Capital Assets, Net $ 2,451,48583 % 3 182,872.01 § 2278614.82
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NOTES - LONG-TERWM OBLIGATIONS

Bonds are authorized in accordance with State law by the voters of the municipality through
referendums. All bonds are retired within the statutory period of usefulness.

As of June 30, 2012, debt service requirements in futtre years are as follows:

Principal Interest Total
Year Ending June 30, ‘
2013 $ 150,000.00 §$ 92,707.50 § 242,707.50
2014 160,000.00 86,707.50 246,707.50
2015 166,000.00 80,307.50 240,307.50
20186 17¢,000.00 73,907.50 243,907.50
2017 i70,000.00 87,107.50 237,107.50
Thereafter 1,366,000.00 ’ 253,880.00 1,619,880.00 ‘
$ 2176,000.00 3 65461750 § 2,830,617.50
NOTE & PENSION PLANS

A substantial number of School District’'s employees participate in one of the following defined
benefit pension plans: the Teachers’ Pension and Annuity Fund and the Public Employees’ which
are administered by the New Jersey Division of Pensions and Benefits. In addition, several
Schoot District employees participate in the Defined Contribution Retirement Program, which is a
contribution pension plan. This too is administered by the New Jersey Division of Pensions and
Benefits. Each plant has a Board of Trustees that is primarily respansible for it s administration.
The Division issues a publicly available financial report that includes financial statemenis and
required supplementary information. That report may be obtained by writing to:

Siate of New Jersey

Division of Pensions and Benefits
P.0O. Box 295

Trentan, New Jersey 08625-0295
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PENSION PLANS

Teacher's Pension and Annuity Fund

The Teachers’ Pension and Annuity Fund (TPAF) is a cosf-sharing confributory defined benefit
pension plan which was established as of January 1, 1855, under the provisions of N.J.S.A.
18A:66. The TPAF provides retirement, death, and disability, and medical benefits to qualified
members. Vesting and benefit provisions are established by N.J.S.A. 18A:66.

The coniribution requirements of plan members are determined by State statue. In accordance
with Chapters 113, 114 and 115, P.L. 1997, plan members enrolled in the TPAF were required to
contribute 5% of their annual covered salary. Eifective July 1, 2007, however, in accordance with
Chapter 92, P.L. 2007 and Chapter 103 P.L., 2007, plan members were required to contribute
5.5% of their annual covered satary. For employees who were enrolled in the retirement system
prior fo July 1, 2007, the increase was effective with the payroll period that began immediately
after July 1, 2007. The State Treasurer has the right under the current law to make temporary
reductions in the member rates based on the existence of surplus pension assets in the
retirement system; however, statue also requires the return to the normal rate when such surplus
pension assets no longer exist.

Under current statue, all employer contributions are made by the State of New Jersey on-behalf of
the Scheol District and all other related non-contributing employers. No normal or accrued liability
contribution by the district has been required over several preceding fiscal years.

Public Employees’ Retirement System

The Public Employees’ Retirement System (PERS) is a cost-sharing multiple-employer defined
benefit pension plan which was established as of January 1, 1955. The PERS provides
retiremeni, death, and disability, and medical benefits to qualified members. Vesting and henefit
provisions are established by N.J.S.A. 43:15A and 43;3B.

The contribution requirements of plan members are determined by State statue. In accordance
with Chapter 62, P.L. 1994, plan members enrolled in the Public Employees’ Retirement System
were required to centribute 5% of their annual covered salary. Effective July 1, 2007, however, in
accordance with Chapter 92, P.L. 2007 and Chapter 103, P.L. 2007, plan members were required
to contribute 5.5% of their annual covered salary. For employees who were enrolled in the
retirement system prior to July 1, 2007. The State Treasurer has the right under the current law to
make temporary reductions in member rates based on the existence of surplus pension assets in
the retirement system; however, statute also requires the return to normal rate when such surpius
pension assets no longer exist.

The School District is billed annually for its normal contribution plus any accrued liability. The
Schooi District's contributions, equal to the required coniribution for the fiscal year ended June 30,

2012 was $48,923.00
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POST-RETIREMENT BENEFITS

P.L. 1987, c. 384 and P.L. 1990,c.6 required Teachers’ Pension and Annuity Fund (TPAF) and the
Public Employees’ Retirement System (PERS), respectively, to fund post-retirement medical
benefits for those State employees who retire after accumulating 25 years of credited service or
on a disability retirement. P.L. 2007, ¢.103 amended the law to eliminate the funding of post-
retirement medical benefits through TPAF and PERS. It created separate funds outside of the
pension plans for the funding and payment of post-retirement medical benefits ior retired State
employees and retired educational employees. As of June 30, 2011, there were 93,323 retfirees
eligible for post-retrement medical benefits. The cost of these berefits is funded through
contributions by the State in accordance with P.L. 1994 ¢.62. Funding of post-retirement medical
premiums changed from a prefunding basis to a pay-as-you-go basis beginning in fiscal year
1994.

The State is also responsible for the cost atfribufable to P.L. 1992 c. 126, which provides free
health to members of PERS, and the Alternate Benefit Program who retired from a board of
education or county college with 25 years of service. The State paid $144 million foward Chapter
126 benefits for 15,709 eligible retired members in fiscal year 2011.

ON-BEHALF PAYMENTS

For the fiscal year ended June 30, 2012, the School Beard has recognized as revenues and
expenditures on-behalf payments made by the State for normal costs and post-retirement costs
related to TPAF. The amounts recognized as revenues and expendifures for normal cosis and
post-retirement costs were $70,382.00 and $141,485.00, respectively.

DEFERRED COMPENSATION

The Board offers its employees a choice of various deferred compensation plans created in
accordance with Internal Revenue Code Section 403(b). The plans, which are administered by
the entities listed below, permits participants to defer a portion of their salary until future years.
Amounts deferred under the plans are not availzble to employees until termination, retirement,
death or unforeseeable emergency. The plan administrators are as follows:

L Lincoln Investment Planning, Inc.
Sirscusa Benefits Programs

RISK MANAGEMENT

The District is exposed to various risks of loss related fo torts; thefi of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters.

Property and Liability Insurance

The District maintains commercial insurance coverage for property, liability, student accident and
surety bonds. A complete schedule of insurance coverage can be found in the Statistical Section
of this Comprehensive Annual Financial Report.
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NOTE 10

NOTE 11

NOTE 12

BOROUGH OF FOLSOM SCHOCL DISTRICT
Notes to Financial Statements
June 30, 2012
RISK MANAGEMENT

New Jersey Unemployment Compensation Insurance

The District has elected to fund its New Jersey Unemployment Compensation Insurance under
the "Benefit Reimbursement Method". Under this plan, the District is required to reimburse the
New Jersey Unemployment Trust Fund for benefits paid to its former employeses and charged to
its account with the State. The District is billed quarterly for amounts dus to the State. The
following is a summary of District contributions, employee contributions, reimbursements to the
State for benefits paid and the ending balance of the District's expendable trust fund for the

current and previous two years:

District Employee Ending
Contributions Contributions Net Cost Balance
Year Ended June 30, ] ‘
2012 $ 23,46531 3 751821 § 53,783.36 $ 2,544 .98
2011 3 0.00 $ 774831 3 630875 % 25,344 .82
2010 3 0.00 $ 9,486.01 $ 2756307 § 23,903.26

INTERFUND RECEIVABLES AND PAYABLES

The folfowing interfund balances remained on the balance sheet at June 30, 2012:

tnterfund Interfund
Fund Receivable Payable
General Fund 5 31,015.81 $
Special Revenue Fund 25,470.00
Enterprise Fund 5,545.81.
Total $ 31.015.81 $ 3101581

INVENTORY

Inventory in the Food Service Fund at June 30, 2012 consisted of the following:

Food $ 2,194.02
Supplies 1.057.11
3. .. 325113

The value of Federal donated commodities as reflected on Scheduie A is the difference between
market value and cost of the commodities at the date of purchase and has been included as an
item of nonoperating revenug in the financial statements. '
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NOTE 13

BOROUGH OF FOLSCR SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2012

FUND BALANCES

Restricted

As stated in Note 1, the restricted fund balance classification includes amounts that are restricted
to specific purposes, such restrictions, or constraints, are placed on the use of resources by either

“of the following: (1) externally imposed by creditors, granfors, contributors, or laws or regulations

of other governments; or (2) imposed by law through constitutional provisions or enabling
legislation. Specific restrictions of the District’s fund balance are summarized as follows:

General Fund

For Excess Surplus - Excess Surplus js a reguired calculation pursuant fo N.J.S.A.
18A7F-7 as amended. New Jersey school districts are required to reserve General
Fund balance at the fiscal year end of June 30 if they did not appropriate a
reguired minimum amount as budgeted fund balance in their subsequent years' budget.
The excess fund balance at June 30, 2012 is $1,834,491.75.

For Capital, Maintenance and Emergency Reserve - As of June 30, 2012, the balance
in the reserve accounts were $585,691.80. These funds are restricted for future
expenditures.

Debt Service Fund - The Debt Service Fund restricted fund balance at June 30, 2012 is
30.79.

Assigned

As stated in Note 1, the assigned fund balance classification includes amounts that are
constrained by the District’s intent to be used for specific purposes, but are neither restricted nor
committed. Specific assignments of the District’s fund balance are summarized as follows:

General Fund

Other Purposes - As of June 30, 2012, the District had $84,733.88 of encumbrances
outstanding for purchase orders and contracts signed by the District, but not completed,
as of the close of the fiscal year.

Unassigned

As stated in Note 1, the unassigned fund balance classification is the resfdual classification for the
general fund. This classification represents fund balance that has not been assigned to other
funds and that has not been restricted, committed, or assigned to specific purposes within the
general fund. The District's unassigned fund balance is summarized as follows:

General Fund

The District has a deficit fund balance of $248,924.17 in the General Fund as of June 30,
2012 as reported in the fund statements (modified accrual basis). P.L. 2004, ¢. 97 provides
that in the event a state school aid payment is not made until the following school budget year,
Districts must record the last payment as revenue, for budget purposes only, in the current
school budget year, For intergovernmental transactions, GASB Statement No. 33 requires
that recognition (revenue, expenditure, asset, liability) should be in symmetry ie., if one
government recognizes an asset, the other government recognizes a liability.
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NOTE 13

NOTE 14

NOTE 15

BOROUGH OF FOLSOM SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2012

FUND BALANCES
Unassigned

General Fund

Since the State is recording the fast state aid payment in the subsequent fiscal year, the
District cannot recognize the last state aid payment on the GAAP financial statements until the
year the state records the payable. Due to the timing difference of recording the last state aid
payment, the General Fund fund balance deficit does not alone indicate that the District is
facing financial difficuliies.

Pursuant N.J.S.A. 18A:22-44.2 any negative unreserved, undesignated General Fund balance
that is reported as a direct result from a delay in the payment of state aid until the following

fiscal year, is not considered a violation of New Jersey statute and regulation nor in need of
corrective action.

DEFICIT UNRESTRICTED NET ASSETS

The governmental activities has a deficit in unrestricted net assets of $370,853.05. This deficit is
attributable to the allocation of compensated absences balances payable and accrued interest
payable fo unrestricted net assets.

CONTINGENT LIABILITIES

Federal and State Grants

The District participates in a number of federal and state grant programs. The grani programs are
subject fo program compliance audits by the grantors or their representatives. The District is
potentially liable for expenditures which may be disallowed pursuant to the terms of these grant
programs. Management is not aware of any material items of nencompliance which would result
in the disallowance of program expenditures.

General

Per confirmation by the District's legal counsel, there are no material pending litigation, claims,
assessments or contingent liabilities against the District.
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NOTES TO REQUIRED
SUPPLEMENTARY INFORMATION




BOROUGH OF FOLSOM SCHOOL DISTRICT
Required Suppiementary Information
Budgetary Comparison Schedule

For The Fiscal Year Ended June 30, 2012

Note A - Explanation of Differences Between Budgetary Inflows and Ouiflows and GAAP Revenues and Expenditures

Sources/Inflows of Resources

Actual amounts (Budgetary Basis) revenue from
the Budgetary Comparison Schedule

Difference - Budget to GAAP
Grant accounting Budgetary Basis differs from GAAP

in that encumbrances are recognized as expenditures
and the reiated revenue is recognized.

Encumbrances
June 30, 2011

June 30, 2012

State Aid payment recognized for budgetary purposes,
not recognized for GAAP purposes,

State Aid Payment
June 30, 2011

June 30, 2012

Total revenues as reporied on the Statements of Revenues,
Expenditures and Changes in Fund Balances - Governmental Funds

tUses/Qutflows of Resources

Actual amounts (Budgetary Basis) tota! outfiows from the
Budgetary Comparison Schedule

Differences - Budget to GAAP
Encumbrances for supplies and equipment ordered but

not received are recorded in the year the order is placed

.for budgetary purposes, but in tha year the supplies are
received for financial reporting purposas

Encumbrances
June 30, 2011

June 30, 2012

Total expenditures as reported on the Statement of Revenues,
Expenditures, and Changes in Fund Balance - Gevernmental Funds

General
Fund

$ 7,295,955.84

539,420.00

528,019.00

$ 7,307,356.84

$ 6,669,756.37

Exhibit C-3

Special

Revesnue Fund

$ 275763.00
$ 275763.00
$ 275783.00
$ 275763.00
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OTHER SUPPLEMENTARY INFORMATION



SCHOOL BASED BUDGET SCHEDULES



SPECIAL REVENUE FUND




Exhibit E-1
BOROUGH OF FOIL.SOM SCHOOL. DISTRICT
Special Revenue Fund
Combining Schedule of Program Revenues and Expenditures
Budgetary Basis
For The Fiscal Year Ended June 30, 2012

Federal State Other Total
REVENUES
Federal Scurces $ 22128000 $  221,280.00
State Sources 54,483.00 54,483.00
Total Revenues $ 221 ,280.dG 3 '54,483.00 i - $  275,763.00
EXPENDITURES
Instruction
Salaries of Teachers 55,000.00 51,300.00 . 106,300.00
Other Salaries for Instruction 3,183.00 3,183.00
Tuition 104,818.00 104,818.00
Supplies and Materials 34,857.00 34,857.00
Total Instruction 184,675.00 54 483.00 - 248,158.00
Support Services
Perscnzal Services - Employee Benefits 11,000.00 11,000.00
Purchased Educational Services 15,605.00 15,505.00
Supplies and Materials
Travel
Total Support Services 26,605.00 - - 26,605.00
Facilities Acquisition
Instructional Equipment
Total Facilities Acguisition - - - -
Total Expenditures §  221,280.00 $ 54,483.00 3 - $ 27576300
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BOROUGH OF FOLSOM SCHOOL DISTRICT
Special Revenue Fund
Schedule of Preschool Education Aid Expenditures
Combining Schedule of Program Revenues and Expenditures
Preschool - All Programs
For The Fiscal Year Ended June 30, 2012

Budget Actual

Exhibit E-2

Variance

EXPENDITURES
Instruction
Salaries of Teachers 5 51,300.00 $ 51,300.00
Other Salaries for Instruction 3,183.00 3,183.00

Total Instrucfion 54,463.00 54 483.00

Support Services
Personal Services - Employee Benefits

Tetal Support Services - -

Facilities Acquisition
Instructional Equipment - -

Total Facilities Acquisition - -

Total Expenditures 3 54,483.00 3 54,483.00
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CAPITAL PROJECTS FUND



PROPRIETARY FUNDS



ENTERPRISE FUND




BORCUGH OF FOLSOM SCHOOL DISTRICT

ASSETS

Current Assets
Cash and Cash Equivalents
Accounis Receivabie
State of New Jersey
Federal Government
Inventories

Total Current Assefs
Noncurrent Assets
Equipment
Less: Accumulated Depreciation
Total Noncurrent Assets
Total Assets
LIABILITIES
Current Liabilities
Accounts Payable
Interfunds Payable
Total Current Liabilities
NET ASSETS
" Invested in Capital Assets Net of Related Debt

Unrestricted

Total Net Assets

Enterprise Funds
Combining Statement of Net Assets
June 30, 2012

$

$

Exhibit G-1

Food Service

81,653.17
52.80
2,549.27
3,251.13

87,606.37

128,289.99

16,408.25
111,893.74

199,400.11

942.11
5,545.81

6,487.92

111,893.74

81,018.45

192,912.19
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Exhibit G-2
BOROQUGH OF FOLSOM SCHOQOL. DISTRICT
Enterprise Funds
Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets
For The Fiscal Year Ended June 30, 2012

Food Service
OPERATING REVENUES
Charges For Services
Daily Sales
Reimbursable Programs $ 61,132.29
Non-Reimbursable Programs 32,421.63
Total Operating Revenue 83,653.92
OPERATING EXPENSES
Cost of Sales 85,884.93
Salaries 60,668.64
Employee Benefits 24,585.62
General Supplies 2,003.74
Depreciation 2,812.50
Other ) 13,923.78
Total Operafing Expenses 188,879.21
Operating Income (Loss) . (66,325 ,29)
NONOPERATING REVENUES (EXPENSES)
State Sources N
State Schooi Lunch and Breakfast Program 1,875.00
Federal Sources
National Schoal Lunch and Breakfast Program 85,699.00
Food Distribution Program 9,716.34
Interest on Invesiments 21.45
Total Nonoperating Revenues (Expenses) 97,311.88
Income (Loss) Before Contribuiions and Transfers 086.59
Capital Centributions -
Transfers Inf{Out) -
Change in Net Assets 986.59
Net Assets, July 1 191,925.80
Net Assets, June 30 $ 192,912.19
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BOROUGH OF FOLSOM SCHOOL DISTRICT
Enterprise Funds
Combining Statement of Cash Flows
For The Fiscal Year Ended June 30, 2012

CASH FLOW FROM OPERATING ACTIVITIES
Receipts From Customers and Other Funds
Payments for Labor Costs
Payments fo Suppliers
Net Cash Provided By (Used In) Operating Activities
CASH FLLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State Sources
Federal Sources
Operaiing Subsidies and Transfers
Net Cash Provided By (Used In) Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assels

Net Cash Provided By (Used In) Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest on Investments

Net Cash Provided By (Used In) Investing Activities
Net Increase (Decrease) In Cash and Cash Equivalents
Cash and Cash Equivalents, July 4

Cash and Cash Equivalents, June 30

Reconciliation of Operating Income {Loss) to Net Cash Provided By (Used In) Operating Activities

Operating Income (Loss)

Adjustments to reconcile Operating Income {Loss) to Nei Cash Provided By (Used In) Operating Actlvities

Depreciation
{increase) Decrease
Accounis Receivable
Inventories
Other Current Assets
Increase (Decrease)
Accounts Payable
Accrued Expenses

Net Cash Provided By {(Used In) Operating Activities

Exhibit G-3

Food Service

$  93,553.92
(85,254.26)

(105,958.08)
(97,658.39)

1,967.34
97,941.98

(5,051.17}
84,858.15

(3,269.99)
(3,299.99)

21.45

21.45
(6,078.78)
87,731.95

$ 81,653.17

$  (96,325.29)

2,812.50
(1,123.49)

(8,022.11)

§ (87,658.39)
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INTERNAL SERVICE FUND



FIDUCIARY FUNDS




ASSETS
Cash and Cash Equivaients

Total Assets

LIABILITIES
Due to Student Groups

Total Liabilities

NET ASSETS
Held in Trust

Total Net Assets

BOROUGH OF FOLSOM SCHOCQL DISTRICT
Fiduciary Funds
Combining Statement of Fiduciary Net Assets
June 30, 2012

Unempioyment

Exhibit H-1

€ompensation Agency
Trust Student Activity Payroll Total
$ 2,544.97 3 16,075.55 16,075.55
2.544.97 18,075.55 16,075.55
16,075.55 16,075.55
- 16,075.55 16,075.55
2,544 07

3 2,544.97 3 -
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ADDITIONS
Contributions
Beoard Contributions
Tota! Coniributions

investment Earnings
Interest

Total Investment Earnings
Total Additions
DEDUCTIONS
Quarterly Contribution Report
Unempleyment Claims
Totat Deductions
Change in Net Assets
Net Assets, July 1

Net Asseis, June 30

Exhibit H-2
BOROUGH OF FOLSOM SCHOOL DISTRICT
Fiduciary Funds
Combining Statement of Changes in Fiduciary Net Assets
For The Fiscal Year Ended June 30, 2012

Unemployment
Compansation
Trust

$ 7,518.21
23,465.31

30,983.52

3.08
3.06

30,886.58

3,656.62
50,125.81

53,786.43
(22,799.85)
25,344.82

$ 2,544.97
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Elementary School

BOROUGH OF FOLSOM SCHOOL DISTRICT
Student Activity Funds
Schedule of Receipts and Dishursements
For The Fiscal Year Ended June 30, 2012

Exhibit H-3

Baiance Cash Cash Balance
June 30, 2011 Receipts Disbursements June 3§, 2012
$ 23,481.78 $ 38,214.73 $ 46,620.86 $ 18,075.55
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Exhibit H-4
BOROUGH OF FOLSOM SCHOOL DISTRICT
Payroll Agency Fund
Schedule of Receipts and Risbursements
For The Fiscal Year Ended June 30, 2012

ASSETS
Cash and Cash Equivalents

Total Assets

LIABILITIES

Net Payroft
Payroll Deductions and Withholding

Total Liabilities

Balance
June 30, 2011

Cash
Receipts

Cash
Dishursements

Balance
June 30, 2012

$ 3,963,889.14

$ 3,963,889.14

$ 3,963,889.14

$ 3,09683,888.14

$ 2,023,548.07
1,940,341.07

$ 2,023,548.07
1,940,341.07

$ 3,963,889.14

$ 3,963,889.14
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STATISTICAL SECTION



BOROUGH OF FOLSOM SCHOOL DISTRICT

Statistical Section
introduction to the Statistical Section !

Financial Trends

J-1 These schedules contain trend information to help the reader understand how the District's
J-2 financial performance and well being have changed over time.

J-3

J-4

J-5

Revenue Capacity

J-6 These schedules contain information to help the reader assess the District's most
J-7 significant local revenue source, the property tax.
J-8
J-9

Debt Capacity
J-10 These schedules present information to help ihe reader asses the affordability of the
J-11 District's current levels of outstanding debt and the Bistrict's ability to issue additional debt
J-12 in the future.
J-13

Demographic and Economic Information

J-14 These schedules offer demographic and economic indicators to help the reader
J-15 understand the environment within which the District's financial activities take place.

Operating Information

J-18 These schedules contain service and infrastructure data to help the reader understand
J-17 how the information in the District's financial report relates to the services the District
J-18 provides and the activities it performs.
J-19
J-20

Sources: Unless otherwise noted, the information in these schedules is daerived from the Comprehensive Annual

Financial Report (CAFR) for the relsvant year.
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FINANCIAL TRENDS
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REVENUE CAPACITY
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BORQUGH OF FOLLSOM SCHOOL DISTRICT Exhibit J-8
Property Tax Levies and Collections Unaudited
Source: District Records

School Taxes

Fiscal Year Levied for Current Tax . Percentage of Tax
Ended June 30, the Fiscal Year Collections Levy Coliections
2003 1,275,555.00 1,275,555.00 100.00%
2004 1,320,619.00 1,320,619.00 106.00%
2005 1,455,308.00 1,455,308.00 100.00%
2006 1,483,980.00 1,463,980.00 100.00%
2607 1,487,124.00 1,487,124.00 100.00%
2008 1,647,810.00 1,647,919.00 100.00%
2009 1,653,118.00 1,653,118.00 100.00%
2010 1,657,515.00 1,857,919.00 100.00%
2011 1,708,638.00 1,708,638.00 100.00%
2012 1,742,324.00 1,742,324.00 100.00%
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BOROUGH OF FOLSOM SCHOOL DISTRICT Exhibit J-11
Ratios of General Bonded Debt Outstanding Unaudited
Source: District Records

Net General Percantage of
Fiscal Year General Bonded Debt Actuzl Taxable
Ended June 30, Obligation Bonds Deductions Quistanding Value of Property Per Capita

2003 3 - 3 - 0.60% § -
2004 3,196,000.00 3,196,000.00 3.16% 1.628
2005 3,086,000.00 3,086,000.00 3.03% 1,576
2006 2,876,000.00 2,976,000.00 2.88% 1,525
2007 2,856,000.00 2,856,000.00 2.75% 1,478
2008 2,736,000.00 2,736,000.00 2.53% 1,430
2009 2,606,000.00 2,608,000.00 247% 1,367
2010 2,466,000.00 2,466,000.00 2.32% 1,292
2011 2,326,000.00 2,326,000.60 2.20% 1,233
2012 2,176,000.00 2,176,000.00 2.06% 1,155
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BORCUGH OF FOLSOM SCHOOL DISTRICT
Direct and Overlapping Governmental Activities Debt
Source: District Records

Nef Direct Debt of the School District

Pabt Repaid With Property Taxes
Local Municipality

Cther Debt
County of Atlantic

Total Direct and Overlapping Debt

Exhibit J-12
Unaudited

Estimated Estimated Share

Debt Percentage of Overlapping
Ouistanding Applicable Debt

$ 2,176,000.00 100.00% $  2,176,000.00

5 361,416.00 100.00% 361,416.00

$ 131,518,545.13 0.39% 512,922.33

§ 3.050,338.33
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DEMOGRAPHIC AND ECONOMIC INFORMATION



BOROUWUGH OF FOLSOM SCHOOL DISTRICT Exhibit J-14
Demographic and Economic Statistics Unaudited
Saurce: NJ Department of Labor

Fiscal Year School District Personal Per Capita Unemployment
Ended June 30, Population Income Personal Income Rate
2003 1,964 64,226,728 32,702 5.00%
2004 1,963 65,617,201 33,427 4.30%
2005 ) 1,858 67,437,436 34,442 . 3.10%
2006 1,851 69,361,952 35,552 2.60%
2007 1,832 71,240,568 36,874 2.60%
2008 1,913 73,365,463 38,351 3.20%
2009 1,907 75,078,590 39,370 5.90%
2310 1,908 72,837,900 38,175 6.10%
2011 1,886 74,960,956 39,746 6.10%
2012 1,884 Nof Avallable Not Avzilabie 6.10%
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BOROUGH OF FOLSOM SCHOOL DISTRICT Exhibit J-15
Principal Employers Unauodited
Source; NJ Department of Labor

Information Noft Available
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BOROUGH OF FOLSOM SCHOOL DISTRICT Exhibit J-20
Insurance Schedule Unaudited
Source: District Records

Amount of
Company Type of Coverage Coverage Deductible
Atlanfic and Cape May Counties School
Business Officials Joint Insurance Fund Property, Infand Marine and Automobile Physical Damages
Lirmit of Liability - Per Occurrence 3 150,000;6{]0
ACCASBQJIF Self Insured Retention - Per Occurrence 250,000
Member District Deductible 3 500
Property Valuation
Buildings and Canients Replacement Cost
Confractors Equipment Actual Cash Value
Automobites Actual Cash Value
Boller and Machinery
Limit of Liability 125,000,000
ACCASBOJIF Self Insured Retention None
Member District Deductible 1,000
Crime
Limit of Liability 560,000
ACCASBOJIF Self Insured Retention ' 250,000
Member District Peductible 500
General and Automobile Liability
Limit of Liability 10,000,000
ACCASBOJIF Self Insured Retention 250,000
Member District Deductible None
Workers Compensation
Limit of Liability ) Statutory
ACCASBOJIF Self Insured Retention ' 250,000
Member District Deductible None
Educator's Legal Liability
Limit of Liability 10,000,000
ACCASBOJIF Self Insured Retenticn 100,000
Member District Deductible None
Pollution Legal Liabifity
Limit of Liability 3,000,000
ACCASBOJIF Self Insured Retention None
Member District Deductible 25,000
RLi Insurance Company Surety Bonds
Treasurer 168,000
Board Secretary/Business Administrator 25,000
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PREZIOSI-NICHOLSON

& ASSOCIATES PA

Certified Public Accountants
- EXHIBIT K-1

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Honorable President and

Members of the Board of Education
Borough of Folsom School District
County of Atlantic

Folsom, New Jersey

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information of the Borough of Folsom School District, in the
County of Atiantic, State of New Jersey, as of and for the fiscal year ended June 30, 2012, and have issued
our report thereon dated October 4, 2012. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial audits contained in
Government Audiling Standards, issued by the Comptroller General of the United States: and audit
reqguirements as described by the Division of Finance, Department of Education, State of New Jersey.

Internal Control Over Financial Reporting

Management of the Borough of Folsom School District is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing our audit, we considered the Borough of
Folsom Board of Education’s internal control over firancial reporting as a basis for designing our auditing
procedures for the purpose of expressing an opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the District's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the District's internal control over financial

reporting.

A deficiency in internaf control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A maferial weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the District's
financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in the internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control aver financial reporting that we consider to be material weaknesses,
as defined above
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Borough of Folsom School District's financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, requlations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards and audit requirements as prescribed by the Division of Finance,
Department of Education, State of New Jersey.

This report is intended solely for the information and use of the management of the District, the New Jersey

State Department of Education, and other state and federal awarding agencies and pass-through entfities and
is not intended to be and should not be used by anyone other than these specified parties.

PREZIOSI -NICHOLSON & ASSOCIATES
Ceriified Public Accountants

“Hinas M L

James M. Preziosi
Ceriified Public Accountant
Public School Accountant No. CS 01141

Cctober 4, 2012
Millville, NJ
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PREZIOSI-NICHOLSON

& ASSOCIATES PA

Certified Public Accountants

EXHIBIT K-2

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COUILD HAVEA DIRECT AND MATERIAL EFFECT ON EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCEIN ACCORDANCE WITH OMB CIRCULAR A-133
AND NEW JERSEY OMB CIRCULAR 04-04

Honorable President and

Members of the Board of Education
Borough of Folsom School District
Couniy of Atlantic

Folsom, New Jersey

Compliance

We have audited the Borough of Folsom School District's compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement and the New Jersey Compliance Manual State Grants Compliance Supplement that could have a
direct and material effect on the District’s major state programs for the fiscal year ended June 30, 2012. The
Borough of Folsom School District's major state programs are identified in the Summary of Auditor's Resuits
Section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to each of its major state programs is the responsibility of
the Borough of Folsom School District's management. Our responsibility is to express an opinion on the
District's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally aceepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptrolier General of the United States; the audit requirements as prescribed by the Division
of Finance, Department of Education, State of New Jersey; OMB Circular A-133 Audits of States, Local
Governments, and Non-Profit Organizations; and New Jersey OMB's Circular 04-04, Single Audit Policy for
Recipients of Federal Grants, Sfate Grants and State Aid. Those standards, OMB Circular A-133 and New
Jersey OMB's Circular 04-04 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major state program occurred. An audit includes examining, on a test basis, evidence
about the District's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that cur audit provides a reasonable basis for our
opinion.  Our audit does not provide a legal determination on the Districts compliance with those

requirements.
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fn our opinion, the Board of Education of the Borough of Folsom School District, in the County of Atlantic,
State of New Jersey, complied, in all material respects, with the compliance requirements referred fo above
that could have a direct and material effect on each of its major state programs for the fiscal year ended June
30, 2012.

Internal Control Qver Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to state programs. In
planning and performing our audit, we considered the District's internal control over compliance with
requirements that could have a direct and material effect on a major state program to determine the auditing
procedures for the purposes of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133 and State of New Jersey Circular 04-04-OMB, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinicn on the effectiveness of the District's internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over’
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct, noncompliance with a type of compliance requirement of a state
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a state program will not be prevented, or
detected and corrected, on a timely basis.

Our consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in the internal control over
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses, as defined

above.

Expenditure for federal awards were less than the single audit threshold required by OMB Circular A-133 and
therefore were not subject to a single audit. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the Division of Finance, Department of Education,
State of New Jersey and is not a required part of basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements.

This report is intended solely for the information and use of the management of the District, the New Jersey
State Department of Education and other federal and state awarding agencies and pass-through entities and
is not intended to be, and should not be, used by anyone other than these specified parties.

PREZIOSI -NICHOLSON & ASSQCIATES
Certified Public Accountants

mnes M 9&05@
James M. Preziosi
Certified Public Accountant

Public School Accountant No. CS 01141

October 4, 2012
Millville, NJ
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NOTE 1

NOTE 2

NOTE 3

EXHIBIT K-5

BOROUGH OF FOLSOM SCHOOL DISTRICT
Notes fo Schedules of Awards and Financial Assistance
June 30, 2012

GENERAL

The accompanying Schedules of Expendifures of Awards and Financial Assistance include
federal awards and state award activity of the Board of Education of the Borough of Folsom
School District. The Board of Education is defined in Note 1 fo the District's basic financial
statements. All federal awards and state financial assistance received directly from federal
and state agencies, as well as federal awards and state financial assistance passed through
other government agencies is included on the schedules of expenditures of federal awards
and state financial assistance.

BASIS OF ACCCUNTING

The accompanying Schedules of Expendiiures of Awards and Financial Assistance are
presented using the budgetary basis of accounting with the exception of programs recorded in
the food service fund, which are presented using the accrual basis of accounting. These
bases of accounting are described in Note 1 to the Distric’s financial statements. The
information in this schedule is presented in accordance with requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations, therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of, the basic financial statements.

RELATIONSHIP TO FINANCIAL STATEMENTS

The basic financial statements present the general fund and special revenue fund on a GAAP
basis. Budgetary comparison statements or schedules are presented for the general fund and
special revenue fund to demonstrate finance-related legal compliance in which certain
revenue is permitted by law or grant agreement to be recognized in the audit year, whereas
for GAAP reporting, revenue is not recognized unti the subsequent year or when
expenditures have been made.

The general fund is presented in the accompanying schedules on the modified accrual basis
with the exception of the revenue recognition of one or more deferred June state aid
payments in the current budget year, which is mandated pursuant to N.J.S.A. 18A:22-44.2.
For GAAP purposes, payments are not recognized until the subsequent budget year due to
the state deferral and recording of the one or moare June state aid paymenis in the
subsequent year. The special revenue fund is presented in the accompanying schedules on
the grant accounting budgetary basis which recognizes encumbrances as expenditures and
also recognizes the related revenues, whereas the GAAP basis does not. The special
revenue fund also recognizes the last state aid payment in the current budget year, consistent
with N.J.S.A. 18A:22-44.2,

See Exhibit C-3, Notes to Required Supplementary Information, for & reconciliation of the

budgetary basis to the modified accrual basis of accounting for the general and special
revenue funds.
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NOTE 3

NOTE 4

NCTE 5

NOTE 6

NOTE 7

EXHIBIT K-5

BOROUGH OF FOLSOM SCHOOL DISTRICT
Notes to Schedules of Awards and Financial Assistance
June 30, 2012

RELATIONSHIP TO FINANCIAL STATEMENTS (CONTINUED)

Awards and financial assistance revenues are reported in the basic financial statements on a
GAAP basis as presented as follows:

Federal State Total
General Fund $ 177,946.00 $ 5,624.414.41 3 5,802,360.41
Special Revenue Fund 221,280.00 54, 483.00 275,763.00
Debt Service Fund
Enterprise Fund 95415.43 1,875.00 97,290.43
Total GAAP 494 641,43 5,680,772.41 6,175,413.84
Budgetary Adjustment
State Aid Payment
Current Year 528,019.00 528,019.00
Prior Year ( 539,420.00) ( 539,420.00)
Encumbrances
Current Year
Prior Year
Total Budgetary $ 49464143 $ 566937141 $ 6.164,012.84

RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedules agree with the amounts reported in the
related federal and state financial reports.

ADJUSTMENTS

Amounts reported in the column enfitted "Adjustments” represent a favorable difference
incurred due to an additional receivable from a prior year offset by a minor cancelation of an
old balance.

OTHER

Revenues and expenditures reported under the U.S.D.A. Commodities Program represents
current year value received and current year distributions respectively. The amount reported
as TPAF Pension Contributions represents the amount paid by the state on behaif of the
District for the year ended June 30, 2012. TPAF Social Security Contributions represents the
amount reimbursed by the state for the employer's share of social security contributions for
TPAF members for the year ended June 30, 2012.

MAJOR PROGRAMS
Major programs are identified in the Summary of Audifor's Results section of the Schadule of

Findings and Questioned Cosls.
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BOROUGH OF FOLSOM SCHOOL. BISTRICT
Schedule of Findings and Questioned Costs

For The Fisgal Year Ended June 30, 2012

PART 1 - SUMMARY OF AUDITORS' RESULTS

Financial Statements

A Type of auditors' report issued:
Unqualified
B. Internal control over financial reporting:

1. Material weakness(es) identified?

No

2. Significant deficiencies identified?

Nona Reportedl

C. Noncompliance material to financial statements noted.
No

Federal Awards Section

N/A
State Awards Section

A Dollar threshold used o determine Type A programs.
$300,000.00

B. Avuditee qualified as low-risk audites?
Yes

C. Type of auditors' repart on compliance for major programs.
Unqualified

D. Internal control over major programs.

1. Material weakness{es) identified?
No

2. Significant deficiencies identified’?

None Reported

E. Any audit findings disclosed that are required to be reported in accordance with OMB Circular A-133 or

New Jersey Circular 04-04-OMB?

No

F, Identification of major programs.
Equalization Ald 12.495-034-5120-078
School Choice Aid 12-495-034-5120-068
Special Education Categorical Aid 12-495-034-5120-088
Security Aid 12-495-034-5120-084

Exhibit K-8
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Exhibit K-6

BORQUGH OF FOLSOM SCHOOL DISTRICT
Schedule of Findings and Questioned Costs

For The Fiscail Year Ended June 30, 2012

PART 2 - SCHEDULE OF FINANCIAL STATEMENT FINDINGS

This section identifies significant deficiencies, material weaknesses, and instances of noncompliance related to the financial
statements that are required to be reported in accordance with Government Auditing Standards and with audit requirements
as prescribed by ihe Division of Finance, Department of Education, State of New Jersey.

No matters to be reported
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Exhihit K-8

BOROUGH OF FOLSOM SCHOOL DISTRICT
Schedule of Findings and Questioned Costs

For The Fiscal Year Ended June 30, 2012

PART 3 - SCHEDULE OF FEDERAL AND STATE AWARD FINDINGS AND QUESTIONED COSTS

This section identifies significant deficlencles, material weaknesses, and instances of noncompliance including questioned
costs, refated to the audit of major federal and state programs as required by US OMB Circular A-133 and New Jersey

Circular 04-04-OMB.

FEDERAL AWARDS
No matters to be reported

STATE FINANCIAL ASSISTANCE

No matters to be reported
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Exhibit K-7
BOROUGH OF FOLSOM SCHOOL DISTRICT
Summary Schedule of Prior-Year Findings and
Questioned Costs as Prepared by Management
For The Fiscal Year Ended June 30, 2012

This section identifies the status of prior year findings related to the financial statements of Federal Awards and State Financial
Assistance that are required to be reported in accordance with Government Auditing Standards, US OMB Circular A-133
State of New Jersey Circular 04-04-OMB.

STATUS OF PRIOR YEAR FINDINGS

There were no pricr year audit findings
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